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The American Institute of Architects (AIA) commends the Committee for its leadership 

on tax reform and for convening a hearing to explore the issue of expired business tax 

provisions that were proposed for extension in Chairman Dave Camp’s tax reform 

discussion draft released on February 26, 2014.  We appreciate the Committee’s 

commitment to providing our nation’s businesses with the certainty of permanent tax 

policy that promotes economic and job growth.   

 

In this regard, we urge Congress to consider Section 179D, the Energy Efficient 

Commercial Building Deduction (“Section 179D” or the “179D deduction”), which 

expired on December 31, 2013.  Section 179D is an important tax policy for businesses 

that critically incentivizes energy efficiency.  Our strong hope is that Section 179D is 

made permanent and possibly improved to further increase its impact. 

 

The AIA & Architecture in Our Communities 

The AIA has been the leading professional membership association for architects and 

allied partners since 1857, representing more than 81,000 architects and emerging 

professionals nationwide and around the world.  

 

In 2011 alone, the 17,500 architecture firms owned by AIA members grossed billings of 

$26.0 billion, driving economic activity and job growth.  Moreover, most architecture 

firms at which AIA members work are small businesses, with nearly 97 percent of firms 

having fewer than 50 employees.  

 

Architecture is about more than just buildings.  At a time when our nation faces great 

challenges that require innovative, forward-thinking solutions, architects are in the 

business of creative problem-solving.  Architects work to advance our quality of life 

through their commitment to healthy, safe, resilient, and sustainable communities.  From 

designing the next generation of energy-saving buildings to making our communities 

healthier and more vibrant, from helping neighborhoods rebuild after disasters to 

exporting American design know-how to the rest of the world, architects turn dreams and 

aspirations into reality. 

 

Background on Section 179D, the Energy Efficient Commercial Building Deduction 

By way of background, Section 179D of the Internal Revenue Code provides a deduction 

for certain energy efficient commercial building property expenditures.  The maximum 

deduction is $1.80 per square foot.  In the case that a building does not meet the 50 

percent energy savings requirement, a partial deduction of $0.60 per square foot is 

allowed for each separate building system that comprises energy efficient property and 

that is certified as meeting required savings targets.  To encourage the public sector to 

utilize these same energy efficient enhancements, the 179D deduction also provides a 

federal, state, or local government owner of a commercial building an election to allocate 

the tax deduction to the primary person responsible for designing the energy efficient 

enhancements installed in the building.   
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In the short-term, the 179D deduction enables building owners to offset the often costly 

expenses associated with energy efficiency enhancements.  In the longer-term, building 

owners who take advantage of the179D deduction realize significantly lower energy 

costs, the benefits of leading edge design and construction that enhances the building’s 

long-term market value, and the benefits of a cleaner environment.  

 

In the case of a public entity, the allocation of the 179D deduction, in the short-term, 

results in savings by allowing the public entity to negotiate a better deal and, in the long-

term, allows the public entity to realize ongoing energy savings.  The average 179D 

project (typically $0.60/sq. ft. for lighting upgrades) saves a public entity an average of 

20 percent on their energy expenses.   

 

Making Section 179D Permanent 

Section 179D has been an extremely effective tool in increasing the energy efficiency of 

buildings.  Section 179D has leveraged billions of dollars in private capital, resulting in 

the energy efficient construction and renovation of thousands of buildings, while creating 

and preserving hundreds of thousands of jobs.  It is one of the best examples of the 

tremendous impact tax incentives can have on financing energy efficient property. 

 

Section 179D’s success demonstrates the strong need to retain an energy efficiency 

provision in the tax code.  We also strongly urge Congress to make permanent and 

enhance the Section 179D deduction by: (1) ensuring the ability of pass-through entities 

to capture the full value of an allocated deduction in the case of a public owner of a 

building; (2) allowing non-profit owners of buildings, similar to public owners of 

buildings, to allocate the deduction; and (3) increasing the value of the deduction.  These 

improvements would further increase the impact of Section 179D. 

 

AIA has been working on this issue with other design and construction, real estate, and 

energy efficiency industry stakeholders.  In this regard, please find attached a recent joint 

stakeholder letter in support of Section 179D extension and reform. 

 

Conclusion 

AIA appreciates the opportunity to submit this statement for the record.  We request that 

Section 179D be made permanent and possibly enhanced as part of the Committee’s 

process to review and make some expiring tax policies permanent.  AIA and its members 

are ready to serve as a resource to Congress and the Committee on these and other issues. 
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